Lead up to 2016 global and U.S. market trends
When demand for oil fell during the Great Recession, the U.S. benchmark price-the West Texas Intermediate barrel. 13 These increased crude oil prices created opportunities and incentives for more capital-intensive oil production, such as hydraulic fracturing, and alternative energy production, like natural gas extraction.
In late 2011, U.S. crude oil production rose as a result of both increased pumping of traditional oil wells and the growth of hydraulic fracturing and horizontal drilling technologies that provide access to previously unattainable oil reserves. Crude oil production rose 73 percent, from 5.6 million barrels a day in September 2011 to 9.6 million barrels a day at its peak in April 2015. 14 In October 2013, domestic crude oil production surpassed crude oil imports for the first time since February 1995. As seen in figure 2, crude oil imports declined steadily as the United
States became less reliant on foreign oil. Imports fell from 8.9 million barrels per day in September 2011 to a low of 7.1 million barrels per day in June 2014, a 20.7-percent decline. 15 Crude oil imports remained below 7.5 million barrels per day as production slowed during the second half of 2015.
16 Domestic production also slipped over the rest of 2015, falling to 9.2 million barrels per day by the end of the year.
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The major contributor to the fall in petroleum prices in 2014 and 2015 was oversupply in the global market, as oil producers failed to decrease output despite declining prices. Over the course of 2014 and 2015, WTI crude oil prices declined 62 percent, yet global crude production continued to grow, peaking in December 2015 at 81 million barrels per day. 18 The glut in supply coincided with shrinking global demand, further boosting global crude oil inventories. Economies in Europe and China slowed toward the end of 2014 and through 2015, and shifts to cheaper alternative fuel sources and the development of more fuel-efficient machinery further weakened overall demand for crude. 19 In addition, the relatively strong performance of the U.S. economy affected the value of the U.S. dollar, which appreciated 20 percent from 2014 to 2015.
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U.S. import and export prices
Similar price fluctuations were reflected in the U.S. import price index for crude oil. As seen in figure 3, U.S. export prices for petroleum products trend closely with U.S. crude import prices and WTI prices. Prices for crude oil imports rose 27.6 percent in 2011, as global growth pushed demand. Over the next 2 years, import prices fell 8. decline in export prices was less than that of import prices, reflecting a different product mix. Crude oil is a major component of import prices, and export prices are heavily weighted towards refined petroleum products.
Crude oil market in 2016
Throughout 2016, global crude oil prices and output fluctuated primarily because of the dollar's appreciation, chronic oversupply, expectations of drops in production and inventory, and instability within the Organization of the Petroleum Exporting Countries (OPEC). 21 In the United States, domestic production of crude oil dropped, imports remained below pre-2013 levels, and legislation was passed to allow export of crude oil for the first time in 40
years. 22 As seen in figure 4 , although fluctuating for most of the year, crude oil prices and the strength of the U.S. dollar both increased over 2016. Global market factors pushed crude oil prices higher despite downward pressure from a stronger U.S. dollar.
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The appreciation of the dollar likely contributed to a further decline in world oil prices in the first 2 months of 2016.
On February 11, WTI spot prices for crude oil fell to $26.19 per barrel, a 15-year low. 23 The low crude prices made it increasingly difficult for oil companies to remain profitable and may have deterred investment in future exploration. U.S. companies slowed production, and many oil rigs were shut down altogether. The number of U.S.
crude oil rotary rigs in operation fell from 1,539 in December 2014 to 320 in May 2016. 24 As seen in figure 2, U.S.
production of crude oil fell from an average of 9.23 million barrels per day in December 2015 to 8.77 million barrels per day in December 2016, a decline of 4.98 percent. 25 Overall, global production flattened and expectations of curtailing output from major oil-producing countries sparked a recovery for crude oil prices. 26 This coincided with a short period (February to April) of depreciation for the dollar. Future expectations of shrinking global supply propped up prices despite friction over production quotas among OPEC countries.
As prices recovered, large oil producers (for example, Russia and Saudi Arabia) and medium ones (for example, Iraq and Norway) began to increase production. Most other countries either kept production steady or lowered it.
Overall, total world oil production averaged 80,557 thousand barrels a day in 2016, compared with 80,448
thousand barrels a day in 2015. 27 By the end of the third quarter of 2016, global production had started to rise but domestic production levels had fallen to its lowest point since March 2014. After April 2014, WTI prices dipped only in July and November of 2016. In October 2016, reports of inventory drawdowns for gasoline and distillates (which include diesel and heating oil) helped push crude prices up globally. 28 However, global production increased in November, leading to excessive crude supply and inventories, which pushed down the average WTI price. In late 
U.S. crude oil and petroleum prices in 2016 Imports
In 2016, the import price index for crude oil rose 32.7 percent over the year and was the largest contributor to the increase in U.S. import prices overall. However, in the first 2 months of the year, prices for import crude oil continued the downward trend of the past few years, declining 22.9 percent. As seen in figure 5 , 
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Prices for fuels and lubricants were the major contributor to the increase in overall U.S. export prices in 2016. Over the course of the year, the export price index for petroleum products increased 18. 
U.S. import prices in 2016
Import prices for all commodities rose 1. 
Fuel imports
Crude oil, petroleum and petroleum products, natural gas, coal, and other fuels compose the fuels and lubricants price index. Import prices for fuels and lubricants increased 24.7 percent in 2016, after declining in each of the past 4 years. This increase marked the largest year-over-year advance since a 24.9-percent increase in 2011. This was largely spurred by a significant price increase that occurred during the second quarter of 2016, when the price index for fuel imports rose 36.8 percent. Import prices for petroleum and petroleum products, specifically fuel oil prices, led the over-the-year gains. Since petroleum products are a byproduct of crude oil, 33 the price for petroleum products is highly correlated with the price of crude oil.
Natural gas, a fuel import, saw its prices increase significantly in 2016. Natural gas is a substitute fuel source, and its price changes are correlated with price changes for other fuel sources. When crude oil prices increase, the demand for natural gas and other alternative fuel sources rise. This, in turn, puts upward pressure on prices for natural gas.
In 2016, natural gas import prices rose 28.9 percent, the largest calendar-year increase since 2005. This increase followed a decline of 43.7 percent over the previous year, when the United States achieved record levels of natural gas production, 78.78 billion cubic feet per day, 34 and registered record levels of working gas inventories, 3.68 billion cubic feet. 35 According to the U.S. Energy Information Administration, annual marketed production of natural Natural gas import prices were down in the first half of 2016, at a time of global oversupply and low crude petroleum prices. However, natural gas import prices rose during the second half of the year. Prices for natural gas imports were spurred by higher crude prices, warmer weather during the summer months, expectations for colder seasonal weather in the upcoming winter, and increased industrial demand as the United States shifted from coal to natural gas. These conditions created a strong impetus for companies to stockpile reserves quickly for the winter months, pushing prices up 57.5 percent from June through September. 38 After a downturn in October, prices rose again during the final 2 months of the year.
Nonfuel imports
Following a 3.4-percent decline in 2015, nonfuel import prices ticked up 0.2 percent in 2016, despite downward pressure from a strengthening U.S. dollar. Although relatively modest, this uptick was the first calendar-year increase for the price index for nonfuel imports since 2011. As seen in figure 7, higher prices for both nonfuel industrial supplies and materials, and foods, feeds, and beverages more than offset lower prices for capital goods and consumer goods. 
Capital Goods
Industrial supplies and materials (excluding fuels)
Prices for nonfuel industrial supplies and materials imports increased 2. developments (particularly in Indonesia, the Philippines, and China) forced markets to rebalance. 39 In addition, a credit stimulus in China spurred demand for metals that helped prices rebound. 40 Metals, specifically steelmaking materials, experienced a large price increase toward the end of the year, as future expectations for U.S.
infrastructure spending increased global demand.
As seen in figure A major shortage in the global supply of avocados caused large price increases. The shortage was the result of higher-than-normal temperatures and severe droughts in the major avocado-producing areas of Mexico and California. Global demand for avocadoes had been growing steadily, which further exacerbated the supply shortage and caused prices to spike significantly.
Automotive vehicles
The 
Agricultural exports
The price index for agricultural exports fell 0.3 percent in 2016, after declining 12.9 percent in 2015, 5.2 percent in 2014, and 6.4 percent in 2013. Agricultural export prices fell 2.7 percent over the first quarter of 2016, then rebounded in the second quarter with a 6.4 percent increase. As seen in figure 9 , lower export prices for wheat, corn, other feed grains, and nuts contributed to the decline, which more than offset higher prices for soybeans. For wheat, corn, and other feed grains, export prices decreased largely because of oversupply in the global market.
Weaker income growth in developing countries and a stronger U.S. dollar weakened global demand and put further downward pressure on most agricultural prices. countries. 46 However, oversupply in global markets pushed prices down 15.3 percent during the third quarter.
Prices for corn stabilized in the final quarter of 2016.
In 2016, U.S. export prices for nuts dropped significantly for the second consecutive year, falling 21.9 percent.
Prices fell 24.1 percent during the first 4 months of 2016, then remained relatively stable through the rest of the year. Almond prices drove the large price declines at the beginning of 2016, after rising in 2015 because of reports of the health benefits from eating almonds. 47 The upturn in early 2016 resulted from increased global demand coupled with inadequate supply; supply was dampened because of droughts and water shortages in California,
where nearly 80 percent of the world's almonds are produced. 48 In February 2016, prices began to fall, as increasingly higher prices eroded demand. Favorable weather also raised production levels, creating oversupply in the global market.
After seeing 3 consecutive years of price declines, U.S. soybean exports rebounded in 2016, rising 11.4 percent.
Prices had fallen in the months leading up to 2016 because of both lower demand and higher global soybean production. Throughout 2016, global demand for soybeans ticked up, contributing to higher prices. Prices fell 5.1 percent in the first quarter, but rebounded in April, increasing 4.4 percent. Expectations of lower yields and a 1-percent decline in sown acreage in the United States drove soybean export prices upward in May, with prices increasing 11.3 percent. 49 Prices continued to rise throughout the summer as global demand improved and poor weather conditions hampered production in South America. 50 Soybean prices cooled off in the third quarter, declining 14.3 percent as global production exceeded previous estimates. Soybean prices increased 4.7 percent over the final 2 months of the year. Higher crude oil prices also had a positive impact on prices for soybeans because of the role of soybeans in the biofuel sector.
Nonagricultural exports
Prices for nonagricultural exports increased 1.4 percent in 2016, after falling 5.9 percent in 2015. As seen in figure   10 , the increase-which more than offset a decline in prices for consumer goods and automotive vehicles-was driven by higher prices for nonagricultural industrial supplies and materials and for nonagricultural foods. Export prices for capital goods recorded no change in 2016. Increasing petroleum prices drove higher fuel prices in 2016. Export prices for coal and natural gas also went up.
Coal and natural gas are energy substitutes for petroleum and crude oil; therefore, their prices tend to be positively correlated.
The price index for coal rose 33.0 percent in 2016, after falling 59.4 percent over the previous 4 years. Lower prices and increased use of cleaner alternative fuel sources led to a sharp downturn in coal production. 51 In the United States, coal production dropped from 1,000 million short tons in 2014 to 728.2 million short tons in 2016. 52 Prices for U.S. coal exports declined 6.2 percent over the first 3 quarters of 2016, before rising 41.7 percent in the fourth quarter. The reversal in coal prices was driven, in part, by an overhaul in the Chinese coal industry and
China's push to increase the use of alternative fuel sources. China is the largest producer of coal, but its production has been shrinking since 2012 as oversupply in the market generated huge inventories. 53 In April 2016, China introduced additional coal-production caps. However, as China's production has decreased, its demand for MONTHLY LABOR REVIEW coal imports has increased. 54 The tightening global supply for coal created a brief but significant upturn at the end of 2016 in U.S. coal export prices.
Export prices for natural gas increased 67.4 percent in 2016, after falling 44.2 percent the previous year. These prices were influenced by the same factors that affected natural gas import prices. Higher crude oil prices, warmer weather during the summer months, expectations for a colder winter, and increased industrial demand from companies shifting from coal to natural gas all contributed to higher prices for natural gas exports.
Nonferrous and other metals significantly contributed to higher export prices for U.S. nonagricultural industrial supplies and materials. Export prices for nonferrous and other metals increased 12. Nondurable manufactured goods prices fell 1.8 percent in 2016, largely because of the 1.9 percent decline in prices for medicinal, dental, and pharmaceutical preparatory materials. Durable manufactured goods prices decreased 2.3 percent in 2016. As was the case with imports, the largest contributor to the lower prices for durable goods manufactured exports in 2016 was miscellaneous household goods, which fell 7.4 percent. This decline was driven by lower prices for cellular phones.
Automotive vehicles, parts, and engines
Prices for automotive vehicles fell 0.9 percent during 2016, building on the 0.5-percent decline the previous year.
The 2016 decrease was the largest calendar-year drop since the price index was first published in 1981. In the automotive vehicle exports category, prices for passenger cars, engines and engine parts, and nonengine parts and accessories all recorded record calendar-year declines in 2016, falling 1.6 percent, 0.5 percent, and 1.4 percent, respectively. The automotive vehicle and parts industry is a highly competitive global market, so export prices for these items are strongly influenced by exchange rates. Lower metal and material prices over the past few years also led to lower input costs. 
Nonagricultural foods
Conclusion
The U.S. import and export price indexes rose in 2016 because the dynamics of the world oil market ran counter to traditional expectations. Crude oil prices rebounded after hitting a 15-year low in February 2016, which proved to be the pivotal catalyst driving higher prices for overall U.S. imports and exports. In March, import and export prices began to increase, reversing the negative trend of the past few years. Improved global economic conditions, steady production of crude, and the potential for future reductions in crude oil production facilitated the recovery for crude oil prices in 2016. As the global economy strengthened, prices for U.S. imports and exports recovered steadily, preserving the first annual increase for both U.S. import and export prices since 2011.
